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SHALL WE REDUCE THE IRON AND STEEL 
TARIFF 1 

BY AKCHER BROWN. 

Has the time come for a reduction of the iron and steel tariff ? 
There is good reason to believe that the manufacturer is now ready 
with his answer and that it is in the affirmative, provided his 
workmen are also ready. He believes that the sacrifices required 
from labor would be moderate, and that what would be lost to-day 
would be amply compensated for, taking the years together, by 
the greater stability that would be given to the industry through 
avoidance of the fluctuations which in the past have caused alter- 
nating feast and famine. The owner of the American furnace 
and mill knows the superiority of his labor over that employed 
by European rivals. He knows that the natural resources of this 
country provide cheaper and more abundant raw materials than 
are found elsewhere in the world. He knows that the facilities 
for assembling these at centres of manufacture are not matched in 
any country. He even thinks himself more forceful and capable 
than his European rival in the essential element of business 
management. He is satisfied that these factors of advantage 
will warrant him in paying much higher wages than are paid in 
Europe, without losing his home market or wholly sacrificing 
foreign trade. 

But how much higher wages can he pay without the friendly 
shelter of the tariff wall? Herein lies the whole tariff question, 
so far as it relates to the American iron and steel industry. 

To get the subject properly before us, it is important to know 
how large is the factor of wages in the cost of steel and iron prod- 
ucts; how the wages paid in this country at present compare 
with those in England and Germany, our leading rivals; what is 
the relative efficiency of labor on the two sides of the ocean; how 
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essential an export trade is as a steadying factor in the industry ; 
how far domestic consumption is influenced by high and low 
prices; what is likely to be the attitude of organized labor to 
the question of reduced protection; how the problem is affected 
by the great consolidations of recent years; and how deep and 
lasting might be the injury to the business by a general agitation 
of tariff changes. 

The present duty on foreign ore is 40 cents a ton ; on pig iron 
$4.00 a ton; on steel rails, $6.72 per net ton; on structural steel, 
$10 per net ton. Other schedules are in proportion. At this 
writing, steel rails are $28 at Pittsburg, but only for deliveries 
late in 1903; No. 2 foundry pig iron averages about $21 a ton 
in eastern and western markets; structural steel rules at $40, 
and merchant bars at $35 per ton in Pittsburg and New York. 

English pig iron, — Middlesboro No. 3, — is worth about $11.50 
at furnaces in the Cleveland District freight to Atlantic Coast 
ports averaging $2 a ton. German pig iron, of better quality, 
brings $14 at Antwerp or Rotterdam, with $2 freight. Foreign 
brands, therefore, can pay the duty and undersell our home prod- 
uct from Maine to New Orleans, on the eastern seaboard, and, 
with favorable freight rates, reach well into the interior. For 
months past, the arrivals of pig iron have averaged 12,000 to 
15,000 tons a week. The American demand has been the chief 
factor in supporting English and German markets. 

Foreign steel rails are delivered at both Atlantic and Pacific 
Coast points, duty paid, at below the parity of Pittsburg price. 
The same is true of billets, structural steel and many other forms. 
The importations in this line also are an important feature in 
supporting European markets at a time of great depression. A 
recent American visitor to certain steel works on the Rhine and 
in Belgium was told that practically the entire current product 
was going on American orders. The total importation of iron 
and steel this year will approximate 1,000,000 tons, or more than 
the entire export movement of the year 1900, which so alarmed 
English and European makers. Under these conditions, the ex- 
port trade in steel and iron products, except machinery and cer- 
tain highly finished forms, is practically dead. 

The prices of home products above noted are from sixty to 
eighty per cent, above the low levels of the five years following 
the panic ; and are thirty to forty per cent, above the average of 
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the past twenty years. They are recognized by all conservative 
men as too high for the permanent good of the trade. Under 
their influence wages have been carried to the highest point ever 
paid in the history of the industry, and demands are now before 
manufacturers in many parts of the country for still further ad- 
vances. Labor rightly feels that it is entitled to its share of the 
fat things that are going. The railroads are not slow to put in 
their claim for higher rates, to make good the cost of higher 
wages which they have been called upon to pay. The miners of 
coal and makers of coke recognize an opportunity to make up for 
small profits in past years, and so on through the list of items 
comprised in the cost of the product. We have already advanced 
our costs, under this cumulative process, an average of forty to 
fifty per cent., as compared with 1898, and apparently we are 
not yet through. No great sagacity is required to see the danger 
in such a situation. Either the new additions to the price struct- 
ure must come down, or the tariff must be maintained at its full ; 
for, without ample protection, many of our mills and furnaces 
could not to-day meet the foreign material in our home markets 
and come out whole. Needless to say, our over-the-sea rivals are 
rapidly regaining their lost markets, and as rapidly losing their 
fear of the great American Peril, at least so far as iron and steel 
are concerned. 

It is not the purpose here to discuss the causes of the tre- 
mendous American consumption which has so swiftly reversed 
international conditions. They are familiar enough to intelligent 
observers — the long pent up demand due to years of financial 
uncertainty and enforced economy ; the great leap forward in all 
constructive enterprises, with the return of confidence and the 
accumulation of wealth from the soil and mines; the necessity 
for the doubling of the capacity of manufacturing plants and for 
the rebuilding and equipping of our great systems of railroad. It 
is part of the well-known history of the past, in which periods of 
depression and elation have alternated, until iron has established 
its reputation of being either a prince or a pauper. The question 
is, whether by adjusting our industrial regime to the rest of the 
world, we may not, with financial heresies and other dangers of 
the past disposed of, find a safer and more permanent level for 
national prosperity. 

How much of the cost of a ton of pig iron or steel is represented 
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by wages? The usual figuring of economic writers and govern- 
ment statisticians is misleading. One of the ablest of New York 
editorial writers recently showed from the census bulletin that of 
$100 of American manufactures less than $18 represented wages 
paid. Of a dozen leading industries, the wages item in the highest 
was 44 per cent. ; in two it was 25 per cent. ; in one 24 per cent. ; 
in two 22 per cent., and in seven others it ranged from 20 down 
to 9 per cent. The argument followed that wages have not the 
important relation to tariff discussion that is sometimes claimed. 
A complete analysis of the cost of a ton of pig iron will serve 
to show how superficial is such reasoning. At first glance, the 
items of cost divide somewhat as follows, assuming the total cost 
to be $14 at Pittsburg: Ore, $7; coke, $4; limestone and other 
materials $1; labor, $1.25; repairs, taxes and incidentals, 75 
cents. Labor appears to be about 11 per cent, of the whole. But 
push the analysis further. How much of the cost of the ore profits 
omitted is labor ? All except the royalty of, say 25 cents per ton. 
How much of the cost of the coke is labor ? All except the royalty 
of 10 cents per ton on coal in the ground. The limestone and sup- 
plies similarly dissolve into ninety parts of labor to ten of other 
items. Even the transportation which enters into the delivered 
price of raw materials is sixty to seventy per cent, labor. So, if 
the inquiry be pushed to the limit, it will be found that of the 
actual cost of a ton of iron (eliminating all profits) everything 
is resolved into labor except taxes, interest, royalties and in- 
surance. These items aggregate barely five per cent, in some 
districts and seldom reach ten per cent, anywhere. A complete 
analysis of the cost of a ton of steel rails or structural material 
shows practically the same result. When the scale of wages be- 
gins ascending, the advance which the foundryman or mill man 
pays his own men is but an insignificant fraction. But the rate 
of coal mining goes up perhaps from forty to sixty cents a 
ton, with a corresponding increase of wages of coke makers. The 
first cost of fuel is then up fifty per cent. The ore miners and 
handlers get a like increase; lake transportation is higher; rail- 
road rates are higher ; the smaller supplies are affected by the same 
causes, until presently the -whole foundation structure of raw 
materials is up one half, and prices must be advanced accordingly 
to the ultimate consumer. This is precisely what we have wit- 
nessed in the iron trade in the past twelve months. 
vol. clxxvi. — no. 554. 4 
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How fundamental and far-reaching are the consequences of 
these rapid changes in the values of a commodity so essential to 
industrial progress as iron, can with difficulty be realized. It 
means, for one thing, an increase of fifty per cent in the capital 
required to carry on the business, and already the note sounded 
by Mr. Vanderlip at New Orleans warns us that this is felt in the 
financial world. It means a great enhancement of cost of all con- 
struction work into which iron and steel enter — high buildings, 
ships, railroad equipment and extension; electrical lines; new 
manufacturing plants, machinery, etc. Sooner or later, new work 
inevitably slackens because of the cost. Consumption is checked. 
There is pressure for orders. Prices decline ; and they do not have 
to decline far before they are below the artificially built cost level. 
Then follows the reaction; the retracing of hasty steps; the en- 
forced reductions; the closing of plants, to start again when 
labor and transportation make the needed concessions; and, 
finally, the slow rebuilding of markets from a low level. All this 
is familiar history; but is it necessary? Is it surprising that, 
with each recurring episode of the sort, the stable and conserva- 
tive interests of the trade sternly resolve to prevent abnormal 
fluctuations in the future ? 

Having shown how important is the factor of wages in the cost 
of all iron and steel products, let us try to ascertain how the 
wages now paid in this country compare with those of our leading 
rivals across the ocean. I may add, on this head, that the figures 
which follow are not drawn from statistical reports, whether gov- 
ernment or private, but are the result of direct correspondence 
with large employers of labor in the several countries named. 
We may begin with coal mining, the foundation of the industry. 
A man of broad opportunities for information in the several dis- 
tricts writes from the Pocahontas field in West Virginia : 

"Good miners can earn and are earning every month, in both the 
Connellsville and West Virginia regions, from $100 to $150 per month. 
This in addition to their store accounts, which average $25 a month. 
The average wages earned by the ordinary miner are about $75 a 
month, exclusive of store account. The first-mentioned miners are steady 
and reliable, and put in eight hours work daily. All the operations have 
a class of miners that only earn from $25 to $40 a month, besides store 
account. The average wages of mule drivers, track layers, coke pullers, 
etc., is about $1.50 per day, though coke drawers, paid by the oven, earn 
as high as $4 a day." 
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In Great Britain, according to the report from an equally 
well-informed authority, wages are as follows : 

" Coal miners are paid in England on the average six shillings and 
eight pence per day. Hours, 9 per day from bank to bank. Wales, 7 
shillings per day, 9 hours from bank to bank. Scotland, 5 shillings 
and 6 pence per day, 9 hours from bank to bank." 

The report from a mining authority in Charleroi gives Belgian 
wages as follows : 

" Average earnings of miners and ' bourleurs,' 6 francs ; hewers, about 
5 francs; drawers, 3% francs. The working day of miners is limited to 
10 hours. Men in other departments of labor work from 11% to 12 
hours." 

Turning to Germany, a correspondent in Friedenshuette writes 
that the average wages of a male workman in Upper Silesia in 
the year 1901 was for 284 working days as follows : In bitumi- 
nous coal mining, 1030 marks ($245.14) ; ore mining, 730 marks 
($173.74) ; in zinc and lead ore mining, 870 marks ($307.06). 

A large Luxembourg employer states that in furnace work a 
melter, working 11 hours, makes 63 cents to $1.10; the so-called 
rouleur, 74 cents; a common workman 63 cents. In the rolling 
mill, a workman, according to the importance of his task, gets 
from 81 cents to $1.60 per day. Eeturning to Scotland, a Glas- 
gow correspondent gives wages of iron moulders in foundries as 9 
pence per hour, 51 hours a week, say $9 weekly wage. Puddlers 
and rollers in rolling mills have the same scale throughout Great 
Britain — average time per day, 10 hours. Puddlers earn on an 
average nine shillings ($2.16) a day. Eough steel rollers make 
from 10 to 15 shillings a day. Iron rollers (a favored class in all 
countries) earn about 30 shillings a day, out of which a helper is 
paid. Puddling and rolling is all piecework, as in this country. 
In Switzerland, there are no mines and but few mills, but many 
important foundries and engineering works. In these, hours are 
longer and wages smaller than in similar work in Germany. 

Wages in the various branches of iron and steel work in the 
United States are not uniform, and, being very largely made up on 
piece-work, are not easy to reduce to uniform day-earnings. The 
influence of trades unions is often exerted to restrict the output 
of the best workmen, and the tendency is steadily towards the 
shortening of hours. The aristocrat of labor, the boss roller in 
Western mills, makes from $12 to $30 per day, out of which he 
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pays his helper. Puddlers make, on the Amalgamated scale, at 
Pittsburg from $6 to $7 per day. In the East, the rate being 
less, the average wage is about $5. Moulders in foundries seldom 
make less than $2.75 per day; and a good workman, unrestricted 
by shop rules, can make $4 per day of eight hours. Machinists 
get from $2.50 to $6.00 per day, average about $3.75. Blast 
furnacemen (not counted skilled labor) earn from $1.50 to $2.25 
per day, according to grade of work. Common labor rules about 
the same, whether at the blast furnace, or rolling mill, or foun- 
dry. It is seldom paid less than $1.50, nor more than $1.75 per 
day. In ore-mining, wages differ widely in the several districts, 
but as four-fifths of the mining is done in the Lake Superior dis- 
trict, the rates there may be said to govern. A good miner seldom 
makes less than $50 per month, according to the president of one 
of the largest ore companies ; the average is fully $60 per month. 

By comparison of above figures, it will be seen that American 
miners and iron and steel workers receive from two and one-half 
to three times as much wages as corresponding workmen in Con- 
tinental countries, and fully double those paid in Great Britain. 
And it can be added that there is scarcely a mine or shop in the 
United States in which the question of further wage advances 
is not up to-day in some form or other; while in Europe, accord- 
ing to latest consular and other reports, the tendency is distinctly 
downward, owing to general business depression. How much of 
this tremendous disparity can be made up by the admitted 
superiority of American labor? A considerable percentage, no 
doubt; but it would be a rash enthusiast who would put it as 
high as 50 per cent. If it be said that our superior plant, with 
its marvels of improved machinery and labor-saving devices, com- 
pensates for the great difference still against us, it must be an- 
swered that Germany and Great Britain have gone to school to us 
to some purpose in the past eighteen or twenty-four months, and 
they too are bringing their plants to the modern standard. They 
can build blast furnaces and steel works in Great Britain or in 
Germany to-day at less than half tbe cost of like works in Amer- 
ica. The former prejudice against adopting new methods and 
new machinery, after American models, has given place to an 
eager desire to rival us by copying what is best in our engineering. 
Already there is an advance in furnace and mill practice that 
affords a marked contrast to what American visitors observed 
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three and even two years ago. If we are honest with ourselves, 
therefore, we must admit that the greater efficiency of American 
labor does not, even when re-enforced by our larger natural re- 
sources and our more modern plant, make up the disparity in 
wages. 

It is the judgment- of many large manufacturers and students 
of the trade that we have now come to the parting of the ways. 
We must either abandon the hope of a world trade in iron and 
steel, which so inspired public writers after the great export 
movement of 1900, and devote our energies to our vast domestic 
trade, or we must reconstruct the whole fabric of cost, made up, 
as we have shown, of ninety per cent, wages. If the former policy 
be deemed best, there surely should be no lowering of any tariff 
schedule. There will be need in some places, perhaps, to raise it, 
for English pig iron can be laid down at our seaboard cities to- 
day at prices which some furnaces can barely meet, buying ma- 
terials in the market, and paying the further advances in wages 
and transportation that are pending as these words are written. 

It is held by some very practical people that this vast country, 
with its limitless possibilities of growth, affords a sufficient mar- 
ket for our steel and iron industries, leaving the neutral markets 
of the world to the countries which do not enjoy " American con- 
ditions of labor." It is believed, however, by most of us that a 
world trade is our manifest destiny, and is a necessity if the long 
periods of depression experienced in the past are to be avoided 
in the future. It is obvious that we imist sooner or later choose 
between these alternatives. The awakening of the dormant na- 
tions of the world will call for great and increasing quantities 
of structural material, machinery and the like. The vast sums 
to be paid for these will go to Europe or to America. Is it not 
better, in the long run, for our workmen and mill owners that 
they come here, even at lower profits for masters and more 
modest wages for men? 

Again, experience has proven that domestic consumption can- 
not long be continued on a large scale on prices far above the 
normal level. In each decade in the past there have been one or 
two years of boom, three or four years of normal business, and four 
or five years of depression. It is probably impossible to avoid 
the massing of demand in certain years when the most favorable 
conditions prevail, and to prevent the enhancement of prices that 
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follows; but it is the universal testimony of makers that these 
boom years are as demoralizing in their results as the years of low 
prices and small profits. Steady and normal markets are desired 
by all. Can we reasonably look for these and maintain a cost 
basis far above the rest of the world? 

It must be recognized, indeed, that it takes something more 
than argument to bring down wages. Every branch of the iron 
and steel industry is organized into labor unions. While many 
of these workmen would welcome lower tariffs on articles which 
they consume, and while they belong largely to the political party 
which opposes the protective system, there is no reason to believe" 
that they would look with favor on lowering the labor cost of iron. 
On the contrary, it is safe to assume that they will resist any 
and every attempt at wage reductions. These must come, as 
they have in the past, through the hard process of declining 
markets, followed by the closing of mills and furnaces, with the 
consequent idleness and suffering of men. The weapon of strikes 
so effectually used in rising markets will no longer avail. The 
manufacturer whose product is costing more than he can get for 
it will be only too glad to suspend operations until underlying 
conditions are changed. 

Assuming, then, that tariff reductions are desirable but can only 
be brought about by concessions of wage earners, which con- 
cessions we know in advance will not be made, how are we going 
to deal with the deadlock that is created ? One remedy is to make 
the men partners in the business. Skilled and self-respecting 
workmen who desire to get ahead should be encouraged to be- 
come stockholders in the corporations they serve. There are diffi- 
culties in the development of this idea well understood by all 
large employers of men. Indifference and ingratitude have been 
encountered in past co-operative experiments that have discour- 
aged the projectors. Overtures are met with suspicion. The 
most trivial mandate of a trades union is apt to be obeyed, as 
against wise and liberal plans of employers for improving the 
condition of workmen and their families. This was painfully 
demonstrated in the experience of the National Cash Eegister 
Co., at Dayton, Ohio, within the past year. But in most of these 
experiments of profit-sharing and amelioration in the past, the 
independence of labor, so much prized and exalted, has not been 
filly guarded. It was proved at Pullman that many employees 
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would rather walk long distances, and take inferior houses at 
higher cost, than live in company houses under wholesome re- 
strictive rules. Waiving all paternal regulations and making a 
partner of the wage earner, to share in the ups and downs of the 
business, will appeal to American manhood. With fixed wages 
secure in dull times, and with good wages plus dividends in pros- 
perous times, the workman could no longer say that prosperity 
was for the employer, not for him. Judging from the deposits 
that are piled up in savings banks at industrial centres, labor 
could, if it desired, soon become a powerful factor in the owner- 
ship and control of great corporations of the country that employ 
labor. That the companies themselves would welcome such joint 
ownership, there is the best of reason to believe. Indeed, it can 
be said that certain powerful interests in the iron and steel indus- 
try are at this moment with great care maturing plans in this 
general direction. Difficulties, of course, will be met, chief among 
them suspicion as to the motives of the employer. The most re- 
grettable feature in the labor situation to-day is lack of sympathy 
and understanding between masters and men. And it ought to be 
remarked here that the fault is not alone with the men. But the 
difficulties can be overcome by liberality and patience. The men 
should be given their stock on a basis as low as the most favored 
banker and promoter. If market slumps afford opportunities for 
buying in dividend-paying securities on a still lower basis, a way 
should be found in each corporation for taking such shares off 
the market, and giving them to loyal and efficient workmen at 
cost, carrying deferred payments on low interest rates, if need be. 
It is hard to imagine a strike sentiment gathering force in a 
mill or factory in which the leading workmen were stockholders. 
The clamor heard in certain quarters for reduction of the iron 
and steel schedules because of the consolidation of great interests, 
is based on a very poor knowledge of the facts. It is safe to say 
that, unless better reasons exist, the tariff will stand for a long 
time. There is no semblance of monopoly in any important branch 
of the trade. Competition is as free and unrestricted as it was 
before the era of consolidations. The United States Steel Cor- 
poration controls vast quantities of raw materials which are of 
great and increasing value, but it has no monopoly of these. Its 
rivals, in proportion to their size, are nearly as well provided, 
and there is an abundance of good coking coal and Bessemer ores 
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left for new enterprises which may yet be formed. The influence 
of the Steel Corporation, as every one knows, has been exerted 
not to force prices up, but rather to hold them down. This has 
been a steadying factor in a market in which demand has been 
largely in excess of supply. It may prove, when the lean years 
come again, that the great consolidations will be better fortified 
than the smaller companies, and overwhelm them. But there are 
two sides to that question. It may also prove that the minor com- 
panies, managed by their owners, well supplied with raw ma- 
terials, with small capitalization and light fixed charges, and with 
modern well-equipped plants, will weather storms as well as the 
huge craft. At any rate competition is and will remain as free 
in iron as in groceries or grain. 

The only monopoly in iron and steel manufacture (or any other 
manufacture) that can thrive in this country is the kind referred 
to in the late lamented Thomas B. Reed's article on the tariff in 
the December number of the Review. It is that based upon the 
ability to produce cheaper and sell cheaper than any other maker. 
For the real thing in monopoly we must go to Germany, where 
close syndicates control prices in nearly every branch of the trade. 
By these tight arrangements home prices are held at agreed levels, 
and a fund created to pay a liberal bonus to members who export 
the surplus. Thus the exporter of German pig iron now coming 
to our shores gets two to three dollars a ton from the syndicate 
treasury. Like arrangements govern the export of steel. The 
threatened dissolution of one of these syndicates recently had a 
notably depressing effect upon iron shares on the Berlin Bourse. 
It is too early yet to judge what the effect of the large consolida- 
tions will be upon our markets, when conditions again become 
reactionary, but so far it has been beneficial to both producer 
and consumer. 

The injurious consequences of tariff agitation upon general 
business need not be recalled to those who have memories. And 
this is a factor that can not be overlooked in the discussion. 
Capital breads uncertainty almost as much as war. The question, 
once well opened up in Congress and the public press, must be de- 
bated from one end of the land to the other. The " Iowa idea " 
and the " Connecticut idea " will come into keen conflict. The 
manufacturer of knit goods and cheap jewelry in the East who 
wants to drive the French maker out, will be in direct antagonism 
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to the Chicago manufacturer of harvesters, who wants to push 
his machines into France and Germany. Congress will be a 
storm centre for many weary months, if no means can be devised 
for taking the question out of politics. That business would 
languish while this fight was in progress, and for some time after, 
no one doubts. It is this which gives weight to the advice of 
Eepublican leaders to let well enough alone. It is for this reason 
that the business world takes kindly to the President's suggestion 
of a Tariff Commission with large powers. 

To sum up : American iron and steel makers want a broad stable 
market. A world market, including the home market, is better 
than the home market alone. Moderate prices are necessary to 
secure and hold export trade. Moderate prices tend to increase 
domestic consumption. Extreme fluctuations tend to restrict it. 
Moderate prices depend on low cost of manufacture. In iron and 
steel, wages are over ninety per cent, of the cost. We are now 
paying nearly three times the wages of our largest and most 
vigorous rival, and about double the wages of our next strongest 
competitor. Further wage advances are asked and expected. Our 
labor is better, our natural advantage greater, but neither is in- 
vincible. We have already lost our foreign trade in the leading 
forms of iron manufacture. We can not long retain the other 
forms under present conditions. Our largest export manufact- 
urers are already planning to build plants abroad to secure 
cheaper labor and materials wherewith to hold their trade. Amer- 
ican labor is entitled to and will always get the best pay in the 
world. But there are limits. These limits are properly set, not 
by a tariff wall, but by the greater productive energy of our labor 
and the greater abundance of our raw materials. While the tariff 
has been necessary to develop those resources, high schedules are 
no longer needed by the manufacturer. They tend to create booms 
and prolong depressions. American labor will fare better if 
wages do not rise so high nor descend so low. Tariff agitation dis- 
turbs business. Business is now at high tide. The iron and steel 
schedules should be cut in two, but by a graduated scale, to avoid 
shock. Otherwise history will repeat itself. The structure will 
be overloaded and break. 

Akcher Bkown. 



